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DATE: August 23, 2007

RE: P ropos e d Orde r to  Ce a s e  a nd De s is t; Orde r of Re s titution; Orde r for
Adminis tra tive  Pena lties , Order of Other Affirmative  Action; and Consent to
Same by: (a) Jerry Johnston Hodges; and (b) Lawrence Kevin Paille
Docket No. S-20484A-06-0669

De a n Mille r, Inte rim Exe cutive  Dire ctor

Please find attached a  proposed Order to Cease and Desist; Order of Restitution; Order for
Adminis tra tive  Pena ltie s , Order of Other Affirmative  Action, and Consent to Same by: (a )
Lawrence Kevin Paille ("Paille"), and (b) Jerry Johnston Hodges ("Hodges"). The Division and
the attorney for Hodges and Paille will be requesting that the Commission enter the Order at the
September 6, 2007 Open Meeting.

*\

Hodges and Paille conducted business as Agra-Technologies, Inc.'s general agents and securities
salespersons from July 2005 to the present. The Order requires Hedges to: (1) cease and desist
the activities set forth in the Order; (2) pay restitution of his sales commissions in the amount of
$272,l l3.79; and (3) pay a $50,000 administrative penalty. The Order finds that Hodges
violated A.R.S. §§ 44-1841 & 44-1842 by selling unregistered securities while not being
registered as a salesman or dealer, or exempt from registration. The Order also finds that Hodges
violated the anti-fraud provision of the Securities Act, A.R.S. § 44-1991. .

The  Orde r furthe r require s  Pa ille  to: (1) cea se  and des is t the  activitie s  se t forth in the  Orde r; (2)
pa y re s titution of his  s a le s  commis s ions  in the  a mount of $287,613.79; a nd (3) a  $50,000

1842 by se lling unre gis te re d s e curitie s  while  not be ing re gis te re d a s  a  s a le sma n or de a le r, or
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e xe mpt from re gis tra tion. The  Orde r a lso finds  tha t He dge s  viola te d the  a nti-fra ud provis ion of

The  following comments  perta in there to :

1. Hodges  and Pa ille  have  no previous  securitie s , financia l fraud or crimina l his tory.

2. Hodge s  a nd P a ille  ha ve  coope ra te d with the  Divis ion, a nd will continue  to do s o unde r
die  te rms of the  Order.

3. Hodge s  pe rs ona lly inve s te d $819,398.76 of his  own mone y in Agra . P a ille  pe rs ona lly
inves ted $470,694.40. Comparing the ir own inves tments  to the ir Agra  sa le s  commiss ions
indica tes  tha t Hodges  and Pa ille  did not rece ive  a  ne t financia l benefit from the ir conduct.

4. He dge s  a nd P a ille  will only be  a dde d to the  pro-ra ta  re s titution lis t a fte r: (1) dry e a ch
pa y the ir re s titution a nd a dminis tra tive  pe na lty a mounts  in full, a nd (2) a ll othe r Agra
investors  have  been repa id the ir principa l Agra  investments .

The  Divis ion recommends  this  Order in tha t it be lieves  tha t this  orde r is  in the  bes t inte res t of the
public we lfa re .

Origina tor: Mike  Da ile y
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BEFORE THE ARIZONA CORPOR.ATION COMMISSION

COMMISSIONERS

MIKE GLEASON, Chairman
WILLIAM A. MUNDELL
JEFF HATCH~MILLER
KRISTIN K. MAYES

GARY PIERCE

In the matter of:
DOCKET no. S -20484A-06-0669

a Nevada corporation,

)  DE C IS IO N n o .

WILLIAM JAY PIERSON (a/k/a BILL
PIERSON),

1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

1 3

3
AGRA-TECHNOLOGIES , INC. (a /k/a ATI),  g

5800 North Dodge  Avenue , Bldg. A )
Flags ta ff, Arizona  86004-2963; )

g
a nd S ANDRA LEE P IERS ON (a /k/a  S ANDY )
P IERS ON), 3

6710 Lynx Lane )
Flags ta ff, Arizona  86004-1404; 3

RICHARD ALLEN CAMPBELL (a/k/a DICK)
CAMPBELL),

husband and wife,

ORDER TO CEAS E AND DES IS T;
O RDE R O F RE S TITUTIO N;
O R DE R  F O R  ADMINIS TR ATIVE
P E NALTIE S ;
O R DE R  O F  O THE R  AF F IR MATIVE
ACTIO N;  AND CO NS E NT TO  S AME  BY:

(1) JERRY JOHNSTON HODGES

-AN1)-

(2) LAWRENCE KEVIN PAILLE
Glendale, Arizona 85305-3940;

WILLIAM H. BAKER, JR. (a/k/a BILL
BAKER), and PATRICIA M. BAKER,

14

15

16

17

18

19

20

21

Flagstaff Arizona 86004;

Saint George, Utah 84790-6705;

22

23

)
and SONDRA JANE CAMPBELL, )
husband and wife, )
8686 West Morten Avenue 3

)
)
)

husband and wife, )
3027 n. Alta Vista 3

)
JERRY JOHNSTON HODGES, )
1858 Gunlock Court g

)
LAWRENCE KEVIN PAILLE (a/Ida LARRY )
PAILLE),
220 Piton Woods Drive
Sedona, Arizona 86351 -6902;

24

25

26

Respondents.

)
)
)
)
)
>
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DOCKET NO. S -20484A-06-0669
|

1.

FINDINGS  OF FACT

RESPONDENTS' PURPORTED ARIZONA-BASED PRECIOUS METAL
RECOVERY BUSINESS.

1 Respondents JERRY JOHNSTON HODGES, a single man (hereafter, "HODGES"), and

2 LAWRENCE KEVIN PAILLE (a /k/a  LARRY PAILLE), a  s ingle  ma n (he re a fte r, "PAILLE")

3 e lect to permanently waive  any right to a  hearing and appea l under Articles  ll and 12 of the

4

5 Cease  And Desis t ("Order"). HODGES a nd PAILLE a dmit the  juris diction of die  Arizona

6 Corpora tion Commiss ion ("Commiss ion"), ne ithe r admit nor deny the  Findings  of Fact and

7 Conclus ions  of Law conta ined in this  Orde r; and consent to Me  entry of this  Orde r by the

8 Commission for the purposes of this proceeding and any other administrative proceedings before

9 the Commission.

10

11

12 1. AGRA-TECHNOLOGIES, INC. (a/k/a ATI) ("AGR.A") is a Nevada corporation that

13 registered to do business as a foreign corporation in Arizona on May 21, 1999. AGR.A's place of

14 business is 5800 N. Dodge Ave., Bldg. A., Flagstaff, Arizona 86004. Securities issued by AGRA are

15 not registered to be offered or sold within or from Arizona.

16 2. HODGES is an individual whose residence is 1858 Gunlock Court, Saint George,

17 Utah 84790-6705. From at least July 2005 to the present, HODGES has conducted business as

18 AGRA's authorized general agent and securities salesperson.

19 3. PAILLE is  an individua l whose  res idence  is  220 Pinon Woods  Drive , Sedona ,

20 Arizona 86351-6902. From at least July 2005 to the present, PAILLE has conducted business as

21 AGRA's authorized general agent and securities salesperson.

22 4. HODGES, PAILLE a nd AGRA ma y be  re fe rre d to he re a fte r individua lly or,

23 collectively, as "RESPONDENTS" as the context requires.

24 A_

25

26 v
5. From J u ly 2005  to  due  pre s e n t, RES P ONDENTS  re pre s e n te d  to  offe re r a nd

I

2

l l
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The  compa ny [AGR.A] ha s  s tudie d s e ve ra l proce s se s  purporte d to be  ca pa ble  of
re cove ring the  pre cious  me ta ls  ide ntifie d in its  [volca nic cinde r] re source s , but only
in  th is  p a s t ye a r a s  th e  p ro c e s s  d e ve lo p e d  with  G a lle o n  Te c h n o lo g y a n d
De ve lopme nt Corp. p rove n  to  be  bo th  e c onomic a lly fe a s ib le a nd a gricultura lly
compa tible ...Agra  Te ch is  a cquiring the  te chnology pre limina rily prove n ca pa ble  of
e ffic ie n tly e xtra c ting  the  p la tinum group  me ta ls  p re s e n t a nd  ide n tifie d  in  its
comple x mine ra l re s e rve s . Th e  c o mp a n y will wo rk with  G a lle o n  to  fin ite ly
de ve lop  the  e nviromne nta lly frie ndly re cove ry proce s s e s , a nd im p le m e n t  a
commercia lly viable  proces s for the  minera l resources. (Emphasis  added)

8. RESPONDENTS cons is te ntly re pre se nte d to offe re r a nd inve s tors  s ince  July 2005

to the  present tha t the  Sheep Hill volcanic cinders  conta in ra re  and va luable  precious meta ls  such as

pla tinum, gold, s ilve r, and othe r pla tinum group me ta ls  in marke table  quantitie s  sufficient to jus tify

the ir extraction us ing the ir ptuported precious  me ta l re cove ry te chnologie s  and expe rtise  on oz (l)

comme rcia lly via ble ; (2) comme rcia lly fe a s ible ; (3) e conomica lly via ble ; (4) e conomica lly fe a s ible ;

1 inves tors  tha t AGRA's  bus iness  ope ra tions  a re  based on precious  me ta l recove ry and production.

2 RES P ONDENTS  re pre s e nt tha t AGRA owns  5 million tons  of S he e p Hill volca nic cinde rs  ne a r

3 Fla gs ta ff, Arizona . RES P ONDENTS  re pre se nte d tha t AGRA's  pre cious  me ta l proce s s ing fa cility

4 is  loca ted a t 66 Leupp Road, Flags ta ff, Arizona  86004 (the  "AGRA Plant").

5 6. Be ginning on or a bout J uly 2005 to J uly 2006, RES P ONDENTS  re pre s e nte d to

6 offe re r a nd inve s tors  tha t AGRA ha d a cquire d a  non-tra ditiona l, "spe cia l" na note chnology ca lle d

7 the  Galleon process  tha t enabled them to extract extremely ra re  and va luable  pla tinum group meta ls

8 from the  Sheep Hill volcanic cinders  on a  cos t e ffective  bas is .

9 7. Ac c o rd in g  to  R E S P O NDE NTS ,  th e  G a lle o n  p ro c e s s  in vo lve d  th e  u s e  o f

10 hydrochloric a cid, a nd "in-qua rt" pla tinum whe re by AGRA pla ce d re nte d or purcha s e d pla tinum

l l into a  ba tch of Ga lleon proce ssed volcanic cinde rs  in an a ttempt to extract any pla tinum tha t may

12 na tura lly occur in the  cinde rs . By wa y of limite d e xa mple , RES P ONDENTS  routine ly re pre se nte d

13 to offe re r and inves tors  through s tanda rd form solicita tion ma te ria ls  tha t:

14

15

16

17

18

19

20

21

22

23

24

25

26

and (5) cos t e ffective  bas is  (collective ly, "cos t e ffective  bas is").

9. From a t le a s t July 2005 to Octobe r 2006, RES P ONDENTS  re pre se nte d to offe re r

3
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a nd inve s tors  via  s ta nda rd form inve s tor solicita tion ma te ria ls  tha t the y would se e  the  productive

be ne fit of AGRA's  pre cious  me ta l ge ne ra tion in the  e a rly ye a rs . In the s e  inve s tor s olicita tion

ma te ria ls , RES P ONDENTS  re pre s e n te d  tha t AGRA e xpe cte d  to  be  ca pa b le  o f p roducing

a pproxima te ly 116,800 ounce s  of pla tinum a t the  AGRA P la nt during its  firs t ye a r of ope ra tion

and, based on production estimates, they expected to genera te  in excess of $58,000,000 in revenue

during its  firs t yea r of ope ra tion.

10. From a t le a s t J u ly 2005 to  Octobe r 2006, RES P ONDENTS  s ta te d  in  inve s tor

solicita tion ma te ria ls  tha t ba se d on AGRA's  purporte d pre cious  me ta l re cove ry te chnologie s  a nd

e xpe rtis e , AGRA e xpe cte d to ha ve  re ve nue s  of $232,000,000 by its  fifth ye a r of ope ra tion, with

subsequent gross  annua l profits  of $l00,000,000.

11. Thus , a ccording to RESPONDENTS ' repre senta tions  and unprecedented precious

me ta l production proje ctions , AGRA's  purporte d Fla gs ta ff-ba s e d pla tinum mining ope ra tion is

ta nta mount to  one  of the  mos t va lua ble  p la tinum mining ope ra tion  in  North  Ame rica . The

unregis te red securitie s  discussed be low were  purchased by inves tors  based on RESPONDENTS '

misrepresenta tions  dirt they could obta in marke table  quantitie s  of precious  me ta ls  from the  Sheep

Hill volcanic cinde rs  on a  cos t e ffective  bas is .1 6

1 7 B. THE  UNRE G IS TE RE D O RE  RIG HTS  & MINING  AG RE E ME NT S E CURITIE S .

1 8

1 9

20

2 1

22

12. From a t le a s t J u ly 2005  to  Octobe r 2006 , RES P ONDENTS  offe re d  a nd  s o ld

unre gis te re d s e curitie s  in the  form of inve s tme nt contra cts  is sue d by AGRA ca lle d Ore  Rights  &

Mining Agre e me nts  (the  "Units ") within a nd from Arizona .

13. Unde r the  Unit s olicita tion ma te ria ls , a n AGRA inve s tor could inve s t $10,000 to

purcha s e  a  s ingle  Unit. According to RES P ONDENTS , e a ch Unit re pre s e nte d the  right to the

23

24

purported precious  me ta l conta ined in "50 tons  of pla tinum bearing ore  for process ing."

14.

25

Pursuant to mining industry customs and standards, "ore" possesses an economic

meaning. An ore is a rock or mineral that can be mined, transported, processed and sold at a profit

26 under current technological and economic conditions, including overhead costs such as the

4
De cis ion No.
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1

2

cons truction a nd de ve lopme nt of a  phys ica l p la nt, ore  e xtra ction a nd tra ns porta tion, la bor,

inves tment sa les  commiss ions , procurement and deve lopment of technologies , te s ting and re fining

3 cos ts . Te ns  of thous a nds  of s a mple s  of rocks  a nd othe r mine ra l ma tte r a re  s ubmitte d to a s s a y

4

5 15.

6

7

8 16.

9

10

11

1 2

1 3

1 4

labora torie s  annua lly, only a  fraction of them tum out to be  ore .

At a ll time s  re le va nt, RES P ONDENTS  re pre se nte d tha t by us ing AGRA's  a lle ge d

pre cious  me ta l re cove ry te chnologie s  a nd e xpe rtis e , AGRA e xtra cte d a nd/or wa s  a ble  to e xtra ct

approxima te ly l to 13 ounces  of pla tinum from each ton of Sheep Hill volcanic cinde rs .

At a ll times  re levant, RESPONDENTS' most often projected recove ry was  5 ounces

o f p la tinum pe r ton  o f vo lca n ic  c inde rs ,  o r 250  ounce s  o f p la tinum pe r Un it. Us ing  th is

unpre ce de nte d proje cte d re cove ry, RES P ONDENTS  re pe a te dly re pre s e nte d to  offe re r a nd

inve s tors , in pa rt, through the ir routine  dis s e mina tion of Unit solicita tion ma te ria ls  tha t inve s tors

could re ce ive  "e xtra ordina ry" re turns  of ove r 700 pe rce nt, or $70,250, on e a ch Unit inve s tme nt

even a fte r the  deduction of AGRA's  $10,000 per Unit process ing fees .

RES P ONDENTS ' Unit s olicita tion ma te ria ls  fa ile d to  a de qua te ly wa rn tha t a n17.

1 5

1 6

1 7

1 8

1 9

20

21

22

23

24

25

26

inves tor might not ea rn any of the  projected profits .

18. RES P ONDENTS ' Unit solicita tion ma te ria ls  fa ile d to a de qua te ly dis close  the  risks

a s s ocia te d with the  Unit inve s tme nts  including, but not limite d to, the  fa ct tha t a  pote ntia l Unit

inve s tor could lose  a ll or a  va s t portion of the ir principa l Unit inve s tme nt a mount. To the  contra ry,

in Octobe r 2005, RESPONDENTS re pre se nte d to offe re r a nd inve s tors  tha t a ny risks  a s socia te d

with purcha s ing the  Units  we re , "virtua lly ze ro," a nd ha d be e n "virtua lly e limina te d." On or a bout

September ll 2006, RESPONDENTS represented tha t any risks  a ssocia ted with purchas ing a  Unit

ha d, "virtua lly dis a ppe a re d a t this  point." S ome  of the  purporte d inve s tme nt ris ks  dis clos e d by

RES P ONDENTS  to offe re r a nd inve s tors  in Fe brua ry 2005 with re s pe ct to the  Unit inve s tme nts

we re : (a ) the  U.S . Gove rnme nt could ta ke  control of AGRA a nd its  purporte d pre cious  me ta l

re cove ry P la nt a nd proce sse s  be ca use  of conce rns  for "na tiona l s e curity," a nd (b) a  ca ta clysmic

e ve nt such a s  a  me te or s trike  might dis rupt AGRA's  purporte d pre cious  me ta l re cove ry bus ine ss

5
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1 opera tions .

2 19. RES P ONDENTS  fa ile d to  dis clos e  to  offe re r a nd inve s tors  tha t a pproxima te ly

3 25% of each purchased Unit was pa id to AGRA's  genera l agents  and securities  sa les  persons, such

4 as  PAILLE and HODGES, as  sa les  commissions .

5 20. RES P ONDENTS  pa id s a le s  commis s ions  to the ir ge ne ra l a ge nts  a nd s e curitie s

6 sa le sma n, including P AILLE a nd HODGES , for the ir s a le  of the  Unit inve s tme nts  a pproxima te ly:

7 (a ) $629,500 in 2005; and (b) $110,000 in 2006.

8 21. To da te , AGRA ha s  fa ile d to  provide  a ny re turns  to  the  Unit inve s tors . AGR.A

9 origina lly promis e d to proce s s  the  Unit inve s tors ' volca nic cinde rs  within 12 months . Give n

10 AGRA's  fa ilure  to produce  a ny qua ntitie s  of a ny pre cious  me ta ls  from-the  volca nic cinde rs  on a

l l cost e ffective  basis  to da te , AGRA eventua lly caused the  Unit Contracts  to be  changed to s ta te  tha t

12 AGRA would proce s s  the  cinde rs  within 18 months  a nd ye t la te r, to  s ta te  tha t the y might be

13 proce sse d die m within 24 months . To da te , AGRA ha s  fa ile d to proce ss  a n of the  Unit inve s tors '

15

16 investments  to many investors  res iding in many s ta tes , including Arizona , and abroad.

From a t le a s t J uly 2005 to Octobe r 2006, the  Unit inve s tors ' mone y re pre s e nte d

14 volcanic cinders.

22. At a ll time s  re le va n t,  RES P ONDENTS  s o ld  h u n d re d s  o f th o u s a n d s  o f Un it

17

18 RESPONDENTS' primary source  of cash rece ipts  or ope ra ting capita l.

19 C .

20 24. From a t le a s t J u ly 2005  to  Octobe r 2006 , RES P ONDENTS  offe re d  a nd  s o ld

21 unre gis te re d se curitie s  in the  form of s tock is sue d by AGRA within a nd from Arizona . Pursua nt to

22 one  pa rticula r, re pe a te d s tock offe r, e a ch Unit inve s tor wa s  e ntitle d to purcha se  2,000 sha re s  of

23 AGRA stock a t a  $1 .65 per share , or $3,300 tota l, for each Unit purchased.

24 25. From July 2005 to 2006, RESPONDENTS repre sented to offe re r and inves tors  tha t

25 they expected the  AGRA stock to increase  in va lue  by appro>dmate ly 4,900 to 9,900 percent, or 50

26 to 100 time s  its  origina l purcha s e  price  within a  3 to 5 ye a r time  fra me . On Nove mbe r 26, 2005,

6

THE UNREGIS TERED S TOCK S ECURITIES .
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DOCKET no. S-20484A-06-0669
Q

RESPONDENTS misrepresented to offerer and investors that:

There are about 50,000 shares available at this  time. Everything is  looking good
with Agra-Tech, and die  s tock looks like  a  very good way to generate  a  passive
income stream through dividends. In the 3-5 year timeframe, the stock is expected
to increase in value by 50 - 100 times...$20,000 of stock purchased today would be
worth between $1M to $2M. If 10% dividends are  offered, you would receive an
annual dividend income between $l00K and $200K per year.

The Agra-Tech stock is a very good deal at $1.65 per share and is poised for great
capital gains in the next few years...Assuming a 50X increase in the value of the
stock and 5% annual dividends, 10,000 shares of Agra-Tech Stock is estimated to
produce $41 ,250/year of dividend income.

D. RES P ONDENTS '  DETERIRORATING FINANCIAL CONDITION AND THEIR
UNREGISTERED BRIDGE LOAN/STOCK EQUITY KICKER SECURITIES .

1. RESPONDENTS' UNDISCLOSED DESPERATE FINANCIAL CONDITION.

1

2

3

4

5

6 26. RES P ONDENTS  re pre s e nte d tha t the y e xpe cte d the  s tock to provide  inve s tors  with

7 a  s ubs ta ntia l divide nd incom e  s uch tha t,  with e nough s tock, the  divide nds  ge ne ra te d could pa y a ll

8 m onth ly liv ing  e xpe ns e s .  O n  O c tobe r 31 ,  2005 ,  RES P O NDENTS  m is re pre s e n te d  to  o ffe re r a nd

9 inve s tors  in a n inve s tor upda te  tha t:

10

11

12

13 27. To da te , R E S P O NDE NTS ha ve  fa ile d to  pa y a ny re turns  or divide nds  to  the  AGRA

14 s tock inve s tors . To  da te ,  the  AG RA s toc k is  no t re g is te re d  o r tra de d  on  a ny known  s e c u ritie s

15 e xcha nge ,  c re a ting  a  s itua tion  whe re by AGRA inve s tors  do  not ha ve  a  m a rke t in  which  the y ca n

16 s e ll o r tra de  the ir un re g is te re d  AG RA s toc k inve s tm e n ts . R E S P O NDE NTS ' s to c k s o lic ita t io n

17 m a te ria ls  fa il to  a d e q u a te ly d is c lo s e  th e  ris ks  a s s o c ia te d  with  th e  AG R A s to c k in v e s tm e n ts

18 in c lu d in g ,  b u t  n o t  lim ite d  to ,  th e  fa c t  d irt  a  s to c k in v e s to r c o u ld  lo s e  a  v a s t  p o rt io n  o f th e ir

19 principa l inve s tme nt a mount a nd/or not ma ke  a ny of the  prob e cte d profits .

20 28. To da te , RES P ONDENTS  ha ve  offe re d a nd s old thous a nds  of s ha re s  of unre gis te re d

2 1 AGRA for te ns  of thous a nds  of dolla rs  to  inve s tors  re s id ing  in  s e ve ra l s ta te s ,  inc luding  Arizona ,

22 a nd a broa d.

23

2 4

25

26

29. In the fall of 2005, RESPONDENTS began experiencing financial difficulties due,

7
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1 in part, to:

A.2

3

4 B.

5

6

7

8 c.

9

10

11 30.

12

13

AGRA's  fa ilu re  to  e xtra c t a ny p re c ious  m e ta ls  from  the  S he e p  Hill vo lc a n ic

cinders  on a  cos t effective  bas is  us ing any processes  or technologies ,

RES P ONDENTS ' fa ilure  to pa y the ir inve s tors  a ny re turns  on the ir inve s tme nts ,

including any principa l, projected profits , s tock dividends  or any amount of precious

me ta ls , a nd the  inve s tors ' re s ulting re lucta nce  to inve s t a dditiona l mone y in the

unregis te red AGRA s ecuritie s  s e t forth he re in; and

The  fa ct tha t AGRA's  pa r e nts  of e xce s s ive  s e curitie s  s a le s  commis s ions  we re

s uffic ie n tly one rous  to  fu rthe r de s troy a ny c onc e iva b le  e c onom ic  via b ility o f

AGRA's  volcanic cinder-bas ed bus ines s  opera tions .

In fa ct, RES P ONDENTS ' fina ncia l s itua tion wa s  s o dire  in Octobe r 2005 tha t the y

be ga n offe ring e xis ting Unit inve s tors  a  $500 commis s ion for e a ch Unit the y could s e ll to the ir

friends  or family members , in pa rt, a s  follows  :

14

15

16

17

18

Through Agra -Te ch we  would like  to e xte nd a  $500 commis s ion or re fe rra l fe e  for
e a ch ne w $10,000 Ore  Mining Unit you bring into Agra -Te ch. Ye s , this  me a ns  tha t
you will re ce ive  $500 US  for e a ch ne w unit you s e ll. This  offe r is  good from this
da te , Octobe r 7, 2005, forwa rd a nd doe s n't cove r a nything in the  pa s t. S o ge t out
the re  a nd ma ke  yours e lf s ome  e xtra  mone y a nd a ls o  he lp  Agra -Te ch ge t in to
production s oone r. Ge tting into production s oone r a ls o me a ns  la youts  M11 a ls o
ha ppe n s oone r. If you ne e d he lp with the  s a le  (contra cts , s a le s , ma te ria l, pe rs ona l
s upport, e tc.) we  [HODGES  & P AILLE] will be  gla d to work with you.

19 31. Thus, at all does relevant, and unbeknownst to actual or potential AGRA investors,

20

21

RESPONDENTS ' frequently des cribed the ir money problems  amongs t thems e lves  a s  follows :

In  a n April 18, 2006 e -ma il to  AGRA office rs  a nd dire c tors ,  P AILLE s ta te d his

22 conce rne d be lie f tha t RES P ONDENTS "ca s h flow is s ue s  a re  h inde ring  p la nt

23 ra mp-up," a nd tha t if RES P ONDENTS  did not "ge t [inve s tor] funds  from

24 s ome whe re  s oon," AGRA inve s tors  would be come  more  re s tle s s  a nd P AILLE's

25
99

26

a bility to s e ll a dditiona l AGRA s e curitie s  to the m would "come  to a  grinding ha lt.

PAILLE added tha t he  was  "ve ry conce rned" about his  own AGRA inves tments  due

8

A.
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c.

D.

E.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

G.

to the  investor "cash How re la ted issues" tha t could "make  a lready nervous investors

go into orbit."

In a n April 21, 2006 e -ma il to P AILLE, a n AGRA office r a nd dire ctor a dmitte d tha t

RESPONDENTS were  inves tor "ca sh poor."

In a n April 25, 2006 e -ma il to a n AGRA office r a nd dire ctor, HODGES  s ta te d tha t

a lthough he  unde rs tood tha t RESPONDENTS were  in an inves tor "money crunch,"

he  de s ire d to know why he  ha d not ye t re ce ive d a  s che dule d re turn on one  of his

AGRA inve s tme nts . Due  to a  la ck' of re turns  to AGRA inve s tors , HODGES  a ls o

note d tha t, "I know a  fe w inve s tors  tha t a re  ta lking a bout going to  the  Arizona

Attorney Genera l and as  you well know this  would be  super bad."

In a  Ma y 6, 2006 e -ma il to AGRA office rs  a nd dire ctors , P AILLE a cknowle dge d

the  fa ct tha t RES P ONDENTS  ne e de d inve s tor mone y "NOW!," a nd tha t the  Unit

contra ct inve s tors  we re  unha ppy with the  la ck of re turns  on the ir inve s tme nts .

P AILLE a lso s ta te d tha t "ge tting funds  rolling in," wa s  "time  critica l is sue ."

In a  June  15, 2006 e -ma il to P AILLE, a n AGRA office r a nd dire ctor a cknowle dge d

tha t RESPONDENTS "badly" needed inves tor money and tha t he  somehow needed

to, "replenish die  cash tank."

On or a bout July 11, 2006, HODGES note d in a n e -ma il to PAILLE tha t the  mone y

the y obta ine d for the  s a le  of a  block of AGRA s ha re s , "will only s low down the

[fina ncia l] ble e ding but won't ke e p me  from going down with the  ship."

In April a nd J une  of 2006, P AILLE s e nt e -ma ils  to a n AGRA office r a nd dire ctor

noting tha t an AGR.A inves tor had not been pa id he r promised monthly profits  for a t

lea s t 2 months , and inquired about the  s ta tus  of RESPONDENTS' "funding issues ."

P AILLE a dde d tha t, "word is  ge tting out tha t Agra -Te ch is  in s e rious  trouble ," tha t

he  wa s  willing to a llow RES P ONDENTS  to use  $264,000 of his  AGRA inve s tme nt

money "for opera ting expenses ."

9

B.

F.
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H.1

2

3

4

5

1.

THE  UNRE G IS TE RE D BRIDG E  LO AN S E CURITIE S .

In  a  S e p te mb e r 2 0 ,  2 0 0 6  e -ma il to  P AILLE , a n  AG RA o ffice r a n d  d ire c to r

acknowledged RESPONDENTS ' so-ca lled "scramble  for the  money."

In a n Octobe r 8, 2006 e -ma il to a n e xis ting AGRA inve s tor, P AILLE s ta te d, "Wha t

ATI needs  right now is  bridge  loan funds , but I suspect you a re  taped out."

In a  July 14, 2006 le tte r to HODGES, an AGRA office r and director s ta ted tha t, "As

6 you know, we  have  been short of worldng capita l for seve ra l months ."

7 2.

8 32. Due  in pa rt to dte ir undisclose d de te riora ting fina ncia l condition, RES P ONDENTS

9 offe re d a nd sold unre gis te re d, a nd unse cure d "bridge  loa n" inve s tme nts  within a nd from Arizona

10 from a t lea s t the  fa ll of 2005 to approxima te ly Octobe r 2006 (the  "Bridge  Loan Inves tments").

l l 33. The  te rms  a nd conditions  of die  Bridge  Loa n Inve s tme nts  va rie d a ccording to

12 RES P ONDENTS ' ne e d for ope ra ting ca pita  inve s tor mone y. For ins ta nce  a nd, without limita tion,

13 RESPONDENTS' offe red the  following Bridge  Loan inves tment packages  :

14 A. P urs ua nt a  S e pte mbe r 7, 2006 offe r, AGRA would pa y the  inve s tor 10%

15 annua l inte re s t on the  minimum of a  $100,000 inves tment amount for a  minimum of

16 90 days , plus  one  common share  of AGRA stock for each dolla r of the  investment.

17 B. Pursua nt to a  July 10, 2006 offe r, AGRA would pa y the  inve s tor 9% a nnua l

18 inte re s t with  the  te rm of the  inve s tme nt be ing 90 da ys  for le s s  tha n $100,000

19 inve s tme nt, or 180 da ys  for $100,000 a nd up. In a ddition to the  inte re s t, AGRA

20 would pa y the  inve s tor one  s ha re  for e ve ry two dolla rs  inve s te d. In  lie u of 9%

21 inte re s t pa yme nts , AGRA would  pa y the  inve s tor a n  a dditiona l 20% in  AGRA

22 s tock, "EX: $50,000 loa n / 0% / 30,000 s ha re s ." If the  inve s tor in  th is  type  of

23 Bridge  Loa n inve s tme nt inve s te d $50,000 for a  te rm of 90 da ys , a nd the  inve s tor

24 e le cte d to ta ke  a dditiona l AGRA s tock in lie u of 9% inte re s t, he  or she  would only

25 pay $.04 for each of the ir 30,000 shares  of s tock.

26 In one  ins ta nce , a n inve s tor inve s te d $10,000 in a  90 da y Bridge  Loa n Inve s tme nt

1 0

34.

J .
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RES P ONDENTS  ha ve  offe re d a nd sold te ns  of thousa nds  of dolla rs  of the  Bridge

Loan investments  to many investors .

MISREPRESENTATIONS AND OMISSIONS REGARDING AGRA'S ALLEGED
ABILITY TO EXTRACT MARKETABLE QUANTITIES OF PRECIOUS METALS
FROM THE VOLCANIC CINDERS ON A COST EFFECTIVE BASIS.

38.

39.

1 for 20,000 s ha re s  of AGRA s tock with no inte re s t. Thus , this  inve s tor e ffe ctive ly pa id only $.02

2 for e a ch sha re  of AGRA s tock. This  lowe r price  for AGRA s tock to Bridge  Loa n inve s tors  furthe r

3 demonstra tes  RESPONDENTS' extremely despera te  need for opera ting capita l.

4 35. RES P ONDENTS ' Bridge  Loa n Inve s tme nt solicita tion ma te ria ls  fa il to a de qua te ly

5 disclose  to offe re r a nd inve s tors  tha t AGRA ha s  not, to da te , pa id a ny divide nds  or othe r re turns

6 to die ir AGRA s tock inve s tors .

7 36. RES P ONDENTS ' Bridge  Loa n inve s tme nt offe ring ma te ria ls  fa il to  a de qua te ly

8 dis clos e  to  offe re r a nd inve s tors  of a ny ris ks  a s s ocia te d  with  the  Bridge  Loa n Inve s tme nts

9 including, but not limited to, the  fact tha t a  potentia l Bridge  Loan inves tor could lose  a  va s t portion

10 of the ir principa l Bridge  Loan Inves tment and/or not make  any profits , e specia lly if they chose  the

ll .  e q u ity o p tio n .

1 2 37 .

1 3

14 E.

1 5

1 6

17 From a t le a s t July 2005 to Octobe r 2006, RES P ONDENTS ' Unit offe ring ma te ria ls

18 included picture s  of pla tinum ba rs . RESPONDENTS have  a lso shown offe re r and inves tors  during

19 AGRA P la nt tours  a s s a y re s ults  dirt re fle ct the  purporte d fa ct tha t the  volca nic cinde rs  conta in

20 pla tinum tha t can be  extracted from the  volcanic cinders  on a  cos t e ffective  bas is . RESPONDENTS

21 a lso showed offe re r and investors  during AGRA Plant tours  filte rs  used during the ir precious  meta ls

22 re cove ry proce s s  tha t a lle ge dly conta ine d pre cious  me ta  e xtra cte d from the  volca nic cinde rs .

23 Unbe knowns t to  offe re r a nd inve s tors , the  pla tinum ba rs  dis pla ye d in  the  Unit

24 offe ring ma te ria ls  were  not crea ted from pla tinum extracted by AGRA from the  Sheep Hill volcanic

25 S imila rly, the  pos itive  a s s a y re s ults  a nd purporte d pla tinum conta ining filte rs  we re  not

26 de rive d 80m pla tinum or othe r pre cious  me ta ls  e xtra cte d Hors e  volca nic cinde rs . Ra the r, the

cinders .

1 1
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1

2

3

4

5 40.

6

7

8

9

10

pla tinum bars  displayed in the  Unit offe ring mate ria ls  were  purchased, leased or borrowed from third

parties . Furthe rmore , the  pos itive  a s s ay re s ults  and the  purported precious  me ta l conta ined in the

a lte rs  re s ulte d from in-qua rt pre cious  me ta l ma te ria l a rtificia lly pla ce d by AGRA in ba tche s  we t or

acid processed cinders  (i.e., Galleon process , etc.).

De s pite  RES P ONDENTS ' re pre s e nta tions  to offe re r a nd inve s tors  to the  contra ry,

volca nic cinde rs  loca te d in Arizona  ha ve  a  low unit va lue  a nd a re  not known to conta in pre cious

me ta ls  in quantitie s above the ir ave rage  crus ta l abundance . For ins tance , pla tinum is  an extreme ly

ra re  me ta l, occurring a s  only 5 ppb (pa rts  pe r billion) in the  Ea rth's  crus t. In the  s outhwe s t Unite d

S ta te s  in pa rticula r, volca nic cinde rs  a re  mos tly us e d a s  lightwe ight a ggre ga te  to cre a te  cinde r

blocks . In noMe rn Arizona  iii pa rticula r, volca nic  c inde rs  a re  prima rily us e d for roa d s urfa ce s

11 a nd/or la nd fill ma te ria l.

12 41.

13

14

15

16

17

18

19

The  only origina l produce r of pla tinum a nd re la te d pla tinum group me ta ls , s uch a s

pa lla dium, in the  Unite d S ta te s  is  the  S tillwa te r Mining Compa ny in Monta na . The  only othe r

ma jor, origina l produce rs  of pla tinum in the  word a re  found in S outh Ame rica  a nd Rus s ia . The s e

produce rs  of pla tinum and pla tinum group me ta ls  us e  a  s me lting proces s  and high grade  pla tinum

ore , a s  oppos e d to the  va rious  te chnologie s /proce s s e s  a pplie d by RES P ONDENTS  to the  S he e p

Hill volca nic cinde rs . Volcanic cinde rs  and a lleged s pecia l mining te chnologie s  have  formed die

ba s is  for s e ve ra l min ing  s ca ms  ba s e d  on  a lle ga tions  tha t p la tinum, gold  a nd  s ilve r ca n  be

economica lly extracted from volcanic cinde rs .

20 1 . THE  S O -CALLE D G ALLE O N P RO CE S S.

21 42.

22

23

24

25 43.

26

Unbe knowns t to AGRA inve s tors , the  Ga lle on proce s s  not only prove d ine ffe ctive

a t e xtra cting a ny pre cious  me ta ls  from the  S he e p Hill volca nic cinde rs , but AGR.A wa s  a ctua lly

una ble  to re trie ve  a ll of the ir in-qua rte d pla tinum; pla tinum a rtificia lly a dde d to ba tche s  of Ga lle on

processed cinders , resulting in a  ne t los s  of the  pla tinum.

Contra ry to the  myria d of re pre s e nta tions  s e t forth in the  Unit s olicita tion ma te ria ls ,

a n AGRA office r a nd dire ctor a dmitte d in a  Fe brua ry 3, 2006 le tte r to P AILLE a nd HODGES , a nd

12
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1 aga in on April 20, 2005 with respect to the  so-ca lled Galleon process  tha t, "we  bought an immature

2 te chnology...We  did not know wha t we  would be  ca pa ble  of producing, a nd we  s till don't...Wi1l

3 we  produce  pt [pla tinum] a t le ve ls  me e ting e ve ryone 's  e xpe cta tions , I s e rious ly doubt it, but I

4 cannot say for ce rta in."

5 44. On  J une  30 , 2006 , a  fo rme r AGR.A office r a nd  d ire c to r file d  a  ve rifie d  c ivil

6 compla int a ga ins t AGRA in Ma ricopa  County S upe rior Court, CV2006-009755 (the  "CAMP BELL

7 La ws uit"). Among othe r things , the  CAMP BELL La ws uit include s  a  cla im a ga ins t AGRA for

8 s e cu ritie s  fra u d  b a s e d  in  p a rt o n  th e  a lle g a tio n  th a t th e  Ga lle o n  te ch n o lo g y with  wh ich

9 RES P ONDENTS  use d to se ll the  ma jority of the  AGRA Units  a nd s tock, "is  ine ffe ctive  to re cove r

10 pla tinum from volca nic cinde rs ."

11 45. RES P ONDENTS  fa ile d  to  time ly in fo rm the  AGRA inve s to rs  tha t the  fo rme r

12 office r a nd dire ctor ha d file d suit a ga ins t AGRA for se curitie s  fra ud. Ra the r, a t a ll time s  re le va nt,

13 the y me re ly informe d inve s tors  of AGRA's  counte rcla ims  a ga ins t the  forme r AGRA office r a nd

14 dire ctor. On th is  point, a n  AGRA office r a nd dire ctor a dmitte d  in  a  J uly 14, 2006 le tte r to

15 HODGES  tha t the  forme r AGRA office r a nd dire ctor ha d, "le ft the  Compa ny, Linde r le s s  tha n

16 "I ca n not [s ic] provide  you with a ny othe r de ta ils  a t this  time ,

17 a nd I would a s k tha t you cons ide r with  whom a nd how you s ha re  th is  informa tion. I a m not

18 se e king to ma ke  this  public informa tion..."

19 46. RES P ONDENTS  a ls o did not a ctua lly e xpre s s ly inform the ir inve s tors  in writing

20 dirt the  Ga lle on proce s s  did not work, a nd could ne ve r work a s  e xpre s s ly a cknowle dge d by a

21 fa nne r AGRA office r a nd dire ctor. Ra the r, the y skirte d the  is sue , a nd me re ly informe d the  AGRA

22 inve s tors  via  a n Inve s tor Upda te  in July 2005 tha t the  Ga lle on proce ss  ha d be e n put on the  ba ck

23 burner, conceivably for use  and development a t a  la ter da te .

24 47. Thus , HODGES  a nd  P AILLE continue d  to  is s ue  to  o ffe re r a nd  inve s tors  the

25 s tanda rd form Unit solicita tion, 2-pocke t glossy brochures  titled "Precious  Me ta l Recove ry P roject,

26 2003" a nd "Compa ny Inve s tme nt P rofile , 2002," which una mbiguous ly s ta te d tha t the  Ga lle on

1 3

favorable circumstances" and that,
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THE SO-CALLED KMH PROCESS.

1 process enabled AGRA to obtain precious metals from the volcanic cinders on a cost effective

2 basis until the Commission's original October 18, 2006 Temporary Order to Cease and Desist.

3 2.

. 4 48. RESPONDENTS abandoned the admit tedly fa iled Ga lleon process  in 2005.

5 T herea f ter ,  and in an effor t  to collect  addit iona l  money from exis t ing or  new inves tor s ,

6 RESPONDENTS represented to offerer  and investors that AGRA had developed or  acquired

7 ot her  p r ec ious  met a l  r ecover y t echnologies  ( somet imes  r efer r ed t o  a s  t he,  "P u r por t ed

8 Technologies"). The Purported Technologies included, without limitation, a low temperature

9 fusion (LTF) version of a Gill-Was process and a KMH (Kalahari Mining Holdings) process.

10 49. AGRA primarily focused its efforts on the KMH process after the failure of the

l l Galleon process. RESPONDENTS represented that by using the KMH process,  AGRA could

12 extract marketable quantities of not only platinum from the cinders, but gold and silver as well.

13 Widiout limitation, RESPONDENTS misrepresented to offerer and investors on or about October

14 2, 2005 diaz

1 5

1 6

1 7

1 8

19 50. Without limitation, RESPONDENTS represented to offerer and investors on or

20 about October 6, 2005, that, "Agra-Tech has the KMH process currently working incredibly well in

21 6 ton batches. The most astonishing part is they are now able to extract more than just Platinum.

22 How about Gold, Silver and Platinum! ! !"

23 51. Approximately 9 months after  representing the viability of the KMH process,

24 RESPONDENTS admitted to offerer and investors on or about July 14, 2006 that, "[t]est work

25 was done with this process, but the end result was that it did not live up to the claims made by

26 KMH and that process also had to be scrapped."

This is where the excitement begins!!! Since day one, platinum has been the focus
with the Galleon process, but since Agra-Tech has changed over to the new KMH
process,  they have been able to get gold and silver from the same ore. With the
KMH process, Agra-Tech was initially able to extract platinum at about the same
level as the Galleon process but then realized that by running a few more process
steps, they were able to not only get platinum, but also gold and silver.

1 4
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1 52.

2

3

4

Unbe knowns t to  RES P ONDENTS ' inve s to rs  fo r ma ny months , AGRA file d  a

la wsuit a ga ins t KMH on Fe brua ry 28, 2006 in Coconino County, Arizona  S upe rior Court, in pa rt,

for fraud and negligent misrepresenta tion. See , Agra v. Ka la ha ri Mine ra l Holdings , Ltd , Coconino

County Superior Court, CV2006-0140 (he rea fte r,"Agra  v. KMH").

5 3. AGRA'S OTHER PURPORTED PRECIOUS METAL GENERATING
TECHNOLOGIES.

6

53.
7

8

9

1 0

1 1

54.
1 2

1 3

At a ll times  re levant, RESPONDENTS issued thousands  of inves tment solicita tions ,

often conta ined in "Inves tor Upda te s ," to offe re r and inves tors . These  Inves tor Upda te s  conta ined

mis leading representa tions , a s  noted in pa rt above , tha t AGR.A had extracted, or was  on the  ve rge

of extracting, marke table  quantitie s  of precious  me ta ls , on a  cos t e ffective  bas is , from the  volcanic

cinders  using the  Purported Technologies .

Mos t re ce ntly, RESPONDENTS re pre se nte d to offe re r a nd inve s tors  tha t AGRA is

currently deve loping three  processes  to extract precious  meta ls  from the  volcanic cinders  including:

(a ) an Extended Chemica l Leach process  with a  45 day reaction time , requiring no precious  me ta l
1 4

1 5
in-qua rt, tha t a llegedly produces  seve ra l ounces  of pla tinum pe r ton of volcanic cinde rs , plus  gold

a nd s ilve r on s ma ll s ca le  production runs , (b) a n AJ  proce s s na me d a fte r Alvin J ohns on tha t
1 6

1 7

1 8

re quire s  pla tinum in-qua rt a nd a lle ge dly produce s  se ve ra l ounce s  of pla tinum pe r ton of volca nic

cinders , and (c) a  process  in which a  3l'd party uses  a  furnace  in an a ttempt to extract pla tinum from

I a  ba tch of AGRA wet-processed volcanl'c cinders .
1 9

55.
20

P urs ua nt to s cie ntific a nd indus try a cce pte d pre cious  me ta l mining a nd re cove ry

cus toms  a nd s ta nda rds , RES P ONDENTS  ca nnot e xtra ct ma rke ta ble  qua ntitie s  of a ny pre cious
21

22
56.

23

meta ls  from the  Sheep Hill volcanic cinders  on a  cost e ffective  bas is .

To da te , AGRA has  not processed any of the  volcanic cinde rs  purchased by any of

the  Unit inve s tors . To da te , AGRA ha s  not cha rge d the  Unit inve s tors  a ny mone y for proce s s ing
24

the ir volcanic cinde rs .
25

57. To da te , AGRA ha s  not e xtra cte d a ny ma rke ta ble  qua ntitie s  of pla tinum or othe r
26

1 5
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G. PAILLE AND HODGES GENERAL AGENT AND SECURITY SALESMAN
DUTIES. .

B.

c .

D.

1 pre cious  me ta ls , such a s  gold a nd s ilve r, from the  She e p Hill volca nic cinde rs  us ing a ny pre cious

2 meta l recovery technology or expertise .

3 58. To da te , AGRA ha s  not ge ne ra te d a  profit from the  production a nd s a le  of a ny

4 precious  meta ls  extracted from the  Sheep Hill volcanic cinders .

5 59. To da te , AGR.A has  not pa id any money to the  Unit, s tock, Bridge  Loan or P la tinum

6 Renta l Agreement investors  genera ted from the  production and/or sa le  of precious  meta ls  extracted

7 from the  Sheep Hill volcanic cinde rs .

8 60. To da te , RES P ONDENTS  ha ve  not provide d a ny a ctua l pre cious  Me ta ls , such a s

9 pla tinum, gold  or s ilve r, to  the ir inve s tors  tha t we re  e xtra cte d by AGRA from the  S he e p Hill

10 volcanic cinde rs .

l l 61. From J uly 2005 to  the  pre s e nt, RES P ONDENTS ' prima ry s ource  of ope ra ting

12 capita l has  been investor money.

1 3

1 4

15 62. From J uly 2005 to the  pre s e nt, HODGES , a s  a n a udiorize d AGRA ge ne ra l a ge nt

16 and securities  sa lesman, regularly:

17 A. , Offe re d a nd s old  AGRA Units  a nd s tock s e curitie s  within  a nd from Arizona  on

18 be ha lf of AGRA.

19 Accepted possess ion of AGRA investor money, and forwarded the  same to AGRA.

20 Ass is ted inves tors  with die  comple tion of the ir AGRA inves tment documents .

21 P re pa re d  a nd  ma in ta ine d  de ta ile d  da ta ba s e s  a nd  ma s te r file s  o f a ll AGRA

22 inve s tme nts  a nd AGRA inve s tor informa tion on be ha lf of AGRA, including ha rd

23 copy and e~mail communica tions  to and from inves tors , gene ra ted both be fore  July

24 2005 and thereafter.

25 Forwarded comple ted inves tor subscription or inves tment ma te ria ls  to AGR.A.

26 Arra nge d fa ce -to-fa ce  inve s tor me e tings  with AGR.A office rs  a nd dire ctors  a nd

E.

F.

1 6
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1

2

tours  of the  AGRA P la nt, including the  a rra nge me nt of s pe cia l loca l hote l dis counts ,

C o m m u n ic a te d  with  AG R A's  o ffic e rs ,  d ire c to rs  a n d  e m p lo ye e s  a n d  v is ite d  th e

3 AG RA P la n t a nd  fa c ilitie s  to  ob ta in  fina nc ia l,  inve s tm e nt a nd  AG RA P la n t s ta tus

4

5

6 H.

7

8

9

10

l l

12

13

14

15

16 1.

17

a n d  p re c io u s  m e ta l re c o v e ry in fo rm a tio n  fo r u s e  in  th e  o ffe r a n d  s a le  o f AG RA

se curitie s ,

Dra fte d  a nd  d is tribu te d  to  o ffe re r a nd  inve s to rs  inve s to r upda te s  a nd  s o lic ita tion

m a te r ia ls  ( th e ,  "AG R A In v e s to r  Up d a te s ")  o n  b e h a lf o f AG R A,  o n  a n  a lm o s t

m o n th ly b a s is ,  v ia  U. S .  m a il a r id  e -m a il,  th a t  in c lu d e d :  (1 )  p u rp o rte d  AG R A

pre c ious  m e ta l re cove ry a nd ins titu tiona l inve s tor s ta tus  inform a tion, (2) purporte d

pre c ious  m e ta l yie ld  a nd inve s tor profit proje c tions ,  ofte n  in  de ta ile d ,  s pre a ds he e t

form ; (3) inve s tor notice s ; (4) proje c te d inve s tm e nt pa yout da te s ,  (5) que s tion a nd

a ns we r s e c tions  re la ting  to  the  m a jority of m a te ria l AG R.A bus ine s s  a nd  inve s tor

is s u e s ;  (6 )  u p d a te s  o n  th e  s ta tu s  o f AG R A's  a c q u is it io n  a n d  d e v e lo p m e n t  o f

pu rporte d  p re c ious  m e ta l re c ove ry p roc e s s e s  a nd  te c hno log ie s ; (6 ) s ha re ho lde r

me e tings ; a nd (7) curre nt AGRA inve s tme nt price s  a nd opportunitie s .

Obs e rve d AGRA a tte m pt to obta in pre cious  m e ta ls  from  the  volca nic  c inde rs  a t the

AGRA P la nt to  re port s uch work to  AGRA inve s tors  on be ha lf of AGRA.

18

19 K.

Answered and responded to AGRA investor questions and concerns.

Communicated investor questions and concerns to AGRA .

20

2 1

22

63 .  F rom  J u ly 2005  to  the  p re s e n t,  P AILLE ,  a s  a n  a u tho riz e d  AG RA ge ne ra l a ge n t a nd

se curitie s  s a le sma n, re gula rly:

O ffe re d  a nd  s o ld  AG RA Units ,  s tock,  a nd  Bridge  Loa n  s e curitie s  with in  a nd  fromA.

23 Arizona  on be ha lf of AGR.A.

24 B.

25

Accepted possession of AGRA investor money, and forwarded the same to AGRA.

Assisted investors with the completion of their AGRA investment documents.

26 P re p a re d  a n d  m a in ta in e d  d e ta ile d  d a ta b a s e s  a n d  m a s te r  file s  o f a ll AG R A

17

G.

J .

c.

D.
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1

2

inve s tme nts  a nd AGRA inve s tor informa tion on be ha lf of AGRA, including ha rd

copy and e -ma il communica tions  to and from inves tors , gene ra ted both be fore  July

2005 and thereafter.3

4

5

6

7

8

9

10

11

12

1 3

1 4 II
1 5

1 6

1 7

1 8

1 9

20

2 1 1.

22

Forwarded comple ted inves tor subscription or inves tment ma te ria ls  to AGRA.

Arra nge d fa ce -to-fa ce  inve s tor me e tings  with AGRA office rs  a nd dire ctors  a nd

tours  of the  AGRA Plant, including the  a rrangement of specia l loca l hote l discounts ,

Communica te d wide  AGRA's  office rs , dire ctors  a nd e mploye e s  a nd vis ite d the

AGRA P la nt a nd fa cilitie s  to obta in fina ncia l, inve s tme nt a nd AGRA P la nt s ta tus

a nd pre cious  me ta l re cove ry informa tion for us e  in the  offe r a nd s a le  of AGRA

securitie s ,

Dra fte d a nd dis tribute d to offe re r a nd inve s tors  inve s tor upda te s  a nd s olicita tion

ma te ria ls  (the , "AGRA Inve s to r Upda te s ") on  be ha lf o f AGRA, on  a n  a lmos t

month ly ba s is , via  U.S . ma il a nd  e -ma il,  tha t inc lude d : (1 ) purporte d  AGR.A

pre cious  me ta l re cove ry a nd ins titutiona l inve s tor s ta tus  informa tion, (2) purporte d

pre cious  me ta l yie ld a nd inve s tor profit proje ctions , ofte n in de ta ile d, spre a dshe e t

form, (3) inve s tor notice s , (4) proje cte d inve s tme nt pa yout da te s ; (5) que s tion a nd

a ns we r s e ctions  re la ting to the  ma jority of ma te ria l AGRA bus ine s s  a nd inve s tor

is s ue s ; (6) upda te s  on  the  s ta tus  of AGRA's  a cquis ition  a nd  de ve lopme nt of

purporte d pre cious  me ta l re cove ry proce s s e s  a nd te chnologie s , (6) s ha re holde r

mee tings ; and (7) current AGRA inves tment prices  and opportunitie s .

Obse rved AGRA a ttempt to obta in precious  me ta ls  from the  volcanic cinde rs  a t the

AGRA P la nt to re port such work to AGRA inve s tors  on be ha lf of AGRA.

23 J .

24 K.

25 64.

26

Answered and responded to AGRA investor questions and concerns.

Communica ted investor questions  and concerns  to AGRA.

For purpose s  of this  Orde r, the  a ctions  a nd conduct of HODGES  a nd P AILLE a re

ta nta mount to the  a ctions  a nd conduct of AGRA. All of HODGES ' a nd P AILLE's  ge ne ra l a ge nt

18

E.

F.

G.

H.
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1 a nd s e curitie s  s a le s ma n dutie s  s e t forth he re in we re  ca rrie d out with AGR.A's  full knowle dge  a nd

2 cons e nt, a nd AGRA e xpre s s ly ra tifie d the  s a me . AGR.A inve s tors  fe lt tha t communica ting a nd

3 de a ling with HODGES  a nd P AILLE wa s  ta nta mount to communica ting a nd de a ling with AGR.A

4 its e lf. AGRA's  office rs  a nd dire c tors  a pprove d a nd comme nte d on a ll of the  AGRA Inve s tor

5 Upda te s  a nd AGRA inve s tme nt s olicita tion ma te ria ls  routine ly is s ue d to offe re r a nd inve s tors  by

6 HODGES  a nd P AILLE on be ha lf of AGRA.

7 65. HODGES ' a nd  P AILLE 's  ge ne ra l a ge n t a nd  s e c u ritie s  s a le s m a n  du tie s  a nd

8 re s pons ibilitie s  we re  docume nte d by RES P ONDENTS  in writte n contra cts , a nd by the ir ra tifie d

9 conduc t a s  s e t forth  he re in . AGRA's  o ffic e rs  a nd  d ire c to rs  rou tine ly c om m e nte d  on  how

10 e xce lle ntly HODGES  a nd P AILLE ca rrie d out the ir AGRA ge ne ra l a ge nt a nd s e curitie s  s a le s ma n

re s pons ibilitie s  on be ha lf of AGRA.

HODGES' AND PAILLE'S SALES COMMISSIONS AND COMPENSATION, AND
THEIR OWN AGRA INVESTMENTS.

1. HODGES' AND PAILLE'S GENERAL AGENT AND SECURITIES
SALESMAN COMMISSIONS AND COMPENSATION.

11

12 H_

13

14

15 66.

16 AGRA Units .

17 67. HODGES  a nd  P AILLE e a ch  re ce ive d  $135,988 .79  in  commis s ions  for s e lling

18 AGRA s tock pe rs ona lly owned and he ld by AGRA founde rs , office rs  and directors .

19 68. HODGES  re ce ive d $11,000 in  commis s ions  for loca ting Unit inve s tors  for the

20 previous  AGRA gene ra l agent and s ecuritie s  s a le s man. PAILLE rece ived $26,500 in commis s ions

21 for loca ting Unit inves tors  for the  previous  AGRA genera l agent and s ecuritie s  s a les man.

22 69. Ba s e d on the  fore going, HODGES  e a rne d compe ns a tion for his  AGRA ge ne ra l

23 a ge nt a nd  s e curitie s s a le s m a n  wo rk d is c u s s e d  a b o ve  to ta lin g  $ 2 7 2 ,1 1 3 .7 9  ("HO DG E S '

24 Compens a tion").

25 70.

26

HODGES  a nd P AILLE e a ch re ce ive d $125,125 in commis s ions  for the ir s a le  of

Ba s e d on the  fore going, PAILLE e a rne d compe ns a tion for his  AGRA ge ne ra l a ge nt

and s ecuritie s  s a le s man work dis cus s ed above  tota ling $287,613.79 ( "PAILLE's  Compens a tion").

19
De cis ion No.
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2. HODGES' AND PAILLES' OWN PERSONAL AGRA INVESMENTS
AND LOANS.

71. HODGES  a nd P AILLE be ga n the ir re la tionship with AGRA a s  individua l inve s tors

from 2003 to 2005. When the  previous  AGRA gene ra l agent and securitie s  sa le sman died, AGRA

a s ke d HODGES  a nd P AILLE to  comple te ly ta ke  ove r a nd e xpa nd on his  ge ne ra l a ge nt a nd

securities . They did, as  discussed above .

72. HODGES  pa id $370,000 for 37 Agra  Units . P AILLE pa id $200,000 for 20 AGRA

Units .

73. HODGES  pa id $66,000 for 40,000 s ha re s  of AGRA s tock. P AILLE pa id $39,600

for 24,000 shares  of AGR.A stock.

74. P AILLE pa id $264,000 for a  P la tinum Re nta l Agre e me nt inve s tme nt. AGR.A ha s

repa id PAILLE a  tota l of $52,905.60 on this  inves tment, which leaves  a  ba lance  for this  inves tment

for the  purposes of dies  ORDER of $211,094.40.

75. HODGES  loa ne d AGRA $395,000 be ca us e  of AGRA's  de te riora ting  fina ncia l

condition discusse d a bove . AGRA ha s  re pa id HODGES a  tota l of $11,601.24 on this  loa n, which

leaves  a  ba lance  for this  loan for the  purposes  of this  ORDER of $383,398.76

76. P AILLE  lo a n e d  AGRA $ 4 0 ,0 0 0  b e ca u s e  o f AGRA's  d e te rio ra tin g  fin a n c ia l

condition discussed above . AGRA has  repa id PAILLE $20,000 on this  loan, le aving a  ba lance  for

the  purposes  of this  ORDER of $20,000.

77. Based on the  foregoing, I-IODGES' pe rsona l, out-of-pocke t AGR.A investments , and

outs ta nding loa n to AGRA tota l $819,398.76 ("HODGES ' Inve s tme nts").

78 Ba s e d on the  fore going, P AILLE's  pe rs ona l AGRA inve s tme nts  a nd outs ta nding

loa n to AGRA tota l $470,694.40 ("P AILLE's  Inve s tme nts "). .

11.

CO NCLUS IO NS  O F LAW

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26
The Commission has jurisdiction over this matter pursuant to Article XV of the

20

1.
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1 Arizona  Constitution and the  Securitie s  Act.

2 2. HODGES  a nd P AILLE offe re d or sold s e curitie s  within or from Arizona , within die

3

4 3.

5

6 4.

7

8 5.

9

1 0

11

1 2

1 3 A.

1 4

1 5

tha t were  ne ither regis te red nor exempt from regis tra tion.

while  ne ither regis te red as  dea lers  or sa lesmen nor exempt from regis tra tion.

1991 by: (a ) e mploying a  de vice , s che me  or a rtifice  to de fra ud; (b) mddng untrue  s ta te me nts  or

mis le a ding omis s ions  of ma te ria l fa cts , a nd (c) e nga ging in tra nsa ctions , pra ctice s  or course s  of

bus ine s s  which ope ra te d a s  a  fra ud or de ce it. HODGES ' a nd P AILLE's  conduct during this  time

frame included the  following:

Fa iling to a de qua te ly dis close  to offe re r a nd inve s tors  tha t AGRA's  prima ry source  of

cash receipts  or opera ting capita l was investor money, ra ther Man the  sa le  of any precious I

metals  extracted from the  Sheep Hill volcanic cinders.

1 6 B.

1 7

1 8

1 9 c.

20

21

22

23 D.

24

25

26 E.

Fa iling  to  d is clos e  to  offe re r a nd inve s tors  tha t AGRA's  pre cious  me ta l re cove ry

bus iness  had not gene ra ted a  profit from the  sa le  of precious  me ta ls  extracted from the

Sheep Hill volcanic cinde rs .

Fa iling to dis clos e  to offe re r a nd inve s tors  tha t the  pla tinum ba rs  dis pla ye d in Unit

offe ring ma te ria ls , the  pla tinum re flected in the  pos itive  a ssay re sults , and the  pla tinum

re s idue  in the  proce s s  filte rs , we re  not the  re s ult of pla tinum, or a ny othe r pre cious

meta ls , tha t had been extracted by AGRA from the  Sheep Hill volcanic cinders .

Fa iling to disclose  to offe re r and inves tors  tha t 25% of each purchased Unit, or $2,500,

was pa id to AGRA's  authorized genera lized agents  and securities  sa lespersons, such as

HODGES and PAILLE, a s  sa les  commiss ions .

Fa iling to disclose  to offe re r and inves tors  tha t AGRA was  running out of money from a t

2 1

Decis ion No .



DOCKET NO. S -20484A-06-0669
!

1

2

3

4

5

6

7

8

9

10 H.

11

12

13 1.

14

1 5

16

17

18

19

20 K.

21

22

23

24

25 L.

26

le a s t the  fa ll of 2005 to Octobe r 2006 and tha t, a s  a  re s ult, AGRA's  purported precious

metal recovery bus iness  was  on the verge of shutting down.

Fa iling to time ly dis clos e  to offe re r a nd inve s tors  tha t AGRA file d s uit a ga ins t KMH for

fraud and negligent misrepresentation in February 2006 .

Fa iling to a de qua te ly dis clos e  to offe re r a nd inve s tors  a ny ris ks  a s s ocia te d with the

purcha s e  of the  AGRA Units , s tock, a nd/or Bridge  Loa n inve s tme nts  including the  fa ct

tha t: (a ) no pe rs on or entity has  eve r produced marke table  quantitie s  of precious  me ta ls

from volcanic cinde rs  us ing any proces s es  or technology, and (b) tha t an inves tor could

lose  a ll or a  large  portion of their AGR.A inves tments .

Mis repres enting to offe re r and inves tors  tha t the  Sheep Hill volcanic cinde rs  purportedly

owned by AGRA conta ined marke table  quantitie s  of pla tinum and othe r precious  meta ls ,

such as  gold and s ilver, that can extracted on a cos t effective bas is .

Mis representing to offe rer and inves tors  tha t AGRA had extracted, or was  on the  verge  of

being able  to extract pla tinum and other precious  meta ls , such as  gold and s ilver, from the

volcanic cinders  us ing its  purported precious  metal recovery technologies  and expertise .

Mis repre s enting to offe re r and inves tors  tha t the  s o-ca lled Ga lleon and KMH proces s es

e na ble d RES P ONDENTS  to obta in ma rke ta ble  qua ntitie s  of pla timun, gold a nd s ilve r

from the  Sheep Hill volcanic cinde rs  on a  cos t e ffective  ba s is  in pa rt, in light of the  fact

that RESPONDENTS now express ly admit that such processes  do not work.

Mis repres enting to offe re r and inves tors  tha t the  Sheep Hill volcanic cinde rs  cons tituted

"ore ," de s pite  die  fa ct tha t the  cinde rs  do not conta in a ny ma rke ta ble  a mounts  of a ny

precious  meta ls , or any other minera ls  tha t can be  extracted from the  cinders  for a  profit,

a nd be ca us e  s uch c inde rs  a re  prima rily us e d a s  s ource  ma te ria l for c inde r blocks ,

inexpens ive  road cover, landscaping and land fill materia l.

Mis re pre s e nting to offe re r a nd inve s tors  tha t the y could ma ke  s ubs ta ntia l profits  by

purchas ing one or more  of the  AGRA securities .

22

F.

J .

G.
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1 1 1 .

ORDER

1 6. HODGES ' and PAILLE'S  conduct is  grounds  for a  cease  and des is t orde r pursuant

2

3 7. RES P ONDENT HODGES ' a nd  P AILLE's  conduct is  g rounds  fo r a n  o rde r o f

4

5 8. RES P ONDENT HODGES ' a nd P AILLE's  conduct is  grounds  for a dminis tra tive

6

7

8

9 THEREFORE, on the  basis  of the  Findings of Fact, Conclusions of Law, and HODGES' and

10 P AILLE's  cons e nt to  the  e ntry of th is  Orde r, a tta che d a nd incorpora te d by re fe re nce , the

l l Commission finds that the  following re lief is  appropria te , in the  public interest, and necessary for the

12 protection of investors :

13

14 the ir agents , employees , successors  and ass igns , pe rmanently cease  and des is t from viola ting the

15 S e curitie s  Act. HODGES  a nd P AILLE s ha ll not s e ll a ny s e curitie s  in or from Arizona  without

16 be ing re gis te re d in Arizona  a s  de a le rs  or s a le sme n, or e xe mpt from such re gis tra tion. HODGES

17 a nd P AILLE s ha ll not s e ll s e curitie s  in or from Arizona  unle s s  the  s e curitie s  a re  re gis te re d in

18 Arizona  or exempt from regis tra tion.

19 IT IS  FURTHER ORDERED tha t HODGES  a nd P AILLE will comply with the  a tta che d

20 Consent to Entry of Order.

21

2 2 in  th e  a m o u n t  o f

23 $272,l13.79. P a yme nt s ha ll be  made in full on the date of die s  Orde r. Any a mount outs ta nding

24 s ha ll a ccrue  inte re s t a t the  ra te  of 10% pe r a nnum from the  da te  of this  Orde r until pa id in full.

25 P a yme nt s ha ll be  ma de  to the  "S ta te  of Arizona " to be  pla ce d in a n inte re s t-be a ring a ccount

26 ma inta ined and controlled by the  Commiss ion. The  Commiss ion sha ll disburse  the ds on a  pro

23

restitution to the Commission, under Docket No. S-20484A-06-0669,
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1 ra ta  ba s is  to inve s tors  s hown on the  re cords  of the  Commis s ion. Any re s titution funds  tha t the

2 Commiss ion cannot disburse  because  an inves tor refuses  to accept such payment shall be  disbursed

3 on a  pro-ra ta  bas is  to the  remaining inves tors  s hown on Me records  of the  Commis s ion. Any funds

4 tha t the  Commis s ion de te rmine s  it is  una ble  to or ca nnot fe a s ibly dis burs e  s ha ll be  tra ns fe rre d to

5 the  genera l fund of the  s ta te  of Arizona .

6

7 re s t itu t io n  to  th e  C o m m is s io n ,  u n d e r Do c ke t No .  S -2 0 4 8 4 A-0 6 -0 6 6 9 ,  in  th e  a m o u n t o f

8 $287,613.79. P a yme nt s ha ll be  ma de  in full on the  da te  of this  Orde r. Any a mount outs ta nding

9 s ha ll a ccrue  inte re s t a t the  ra te  of 10% pe r a nnum from the  da te  of this  Orde r until pa id in iiull.

10 P a yme nt s ha ll be  ma de  to the  "S ta te  of Arizona " to be  pla ce d in a n inte re s t-be a ring a ccount

l l ma inta ine d a nd controlle d by the  Commis s ion. The  Commis s ion s ha ll dis burs e  the  funds  on a  pro

12 ra ta  ba s is  to inve s tors  s hown on the  re cords  of the  Commis s ion. Any re s titution funds  tha t the

la Commiss ion cannot disburse  because  an inves tor refuses  to accept such payment shall be  disbursed

14 on a  pro-ra ta  bas is  to die  rema ining inves tors  s hown on Me  records  of the  Commis s ion. Any funds

15 tha t the  Commis s ion de te rmine s  it is  una ble  to or ca nnot fe a s ibly dis burs e  s ha ll be  tra ns fe rre d to

16 the  genera l fund of the  s ta te  of Arizona .

17

18 Docke t No. S -20484A-06-0669, pa y a n a dminis tra tive  pe na lty in the  a mount of $50,000. An y

19 amount outs tanding s ha ll a ccrue  inte re s t a t the  ra te  of 10% pe r annum from the  da te  of this  Orde r

20 until pa id in full. The  pa yme nt obliga tions  for the s e  a dminis tra tive  pe na ltie s  s ha ll be  s ubordina te

21 to a ny re s titution obliga tions  orde re d he re in a nd s ha ll be come  imme dia te ly due  a nd pa ya ble  only

22 a fte r re s titu tion  pa yme nts  ha ve  be e n  pa id  in  fu ll o r upon HODGES ' de fa u lt with  re s pe c t o f

23 HODGES ' re s titution obliga tions .

24

25 Docke t No. S -20484A-06-0669, pa y a n a dminis tra tive  pe na lty in the  a mount of $50,000. An y

26 amount outs tanding s ha ll a ccrue  inte re s t a t the  ra te  of 10% pe r annum from the  da te  of this  Orde r

24
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1 until pa id in  full. The  pa yme nt obliga tions  for the s e  a dminis tra tive  pe na ltie s  s ha ll be  s ubordina te

2 to a ny re s titution obliga tions  orde re d he re in a nd s ha ll be come  imme dia te ly due  a nd pa ya ble  only

3 a fte r re s titu tio n  p a ym e n ts  h a ve  b e e n  p a id  in  fu ll o r u p o n  P AILLE 's  d e fa u lt with  re s p e c t o f

4 P AILLE's  re s titu tion  obliga tions .

5 IT IS  FURTHER ORDERED tha t HODGES  will no t be  a dde d to the pro ra ta  re s titution lis t

6 in the  a mount of his  HODGES ' Inve s tme nts  of $819,398.76 until a ll pe rs ons  a nd e ntitie s  s hown on

7 the  re s titution lis t ma inta ine d by the  Commis s ion ha ve  be e n re pa id a ll the ir AGRA inve s tme nts  a s

8 provide d he re in, a nd HODGES  pa ys  his  re s titution a nd a dminis tra tive  pe na lty a mounts  a nd re la te d

9 inte re s t s e t forth he re in.

10 IT IS  FURTHER ORDERED tha t P AILLE will no t be  a dde d  to  the  pro  ra ta  re s titu tion  lis t

l l in the  a mount of his  P AILLE's  Inve s tme nts  of $470,694.40 until a ll pe rs ons  a nd e ntitie s  s hown on

12 the  re s titution lis t ma inta ine d by the  Commis s ion ha ve  be e n re pa id a ll the ir AGRA inve s tme nts  a s

13 provide d he re in, a nd P AILLE pa ys  his  re s timtion a nd a dminis tra tive  pe na lty a mounts  a nd re la te d

14 inte re s t s e t forth he re in.

15 For purpos e s  of th is  Orde r, a  ba nkruptcy filing by HODGES  or P AILLE s ha ll be  a n a c t of

16 de fa ult. If HODGES  or P AILLE do not comply wide  th is  Orde r, a ny outs ta nding ba la nce  ma y be

17 de e me d in de fa ult a nd s ha ll be  imme dia te ly due  a nd pa ya ble .

18 IT IS  FURTHE R ORDE RE D, tha t if HODGE S  o r P AILLE  fa il to  c omply with  th is  o rde r,

19 the  Com m is s ion  m a y b ring  fu rthe r le ga l p roc e e d ings  a ga in s t HODGE S  o r P AILLE , inc lud ing

20 a pplica tion to the  s upe rior court for a n orde r of conte mpt.

21

22

23

24

25

26

25
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IT IS  FURTHER ORDERED tha t this  Orde r sha ll be come  e ffe ctive  imme dia te ly.

BY ORDER OF THE ARIZONA CORP ORATION COMMIS S ION

C HAIR MAN COMMIS S IONER

COMMIS S IONER COMMIS S IONER COMMIS S IONER

IN WITNES S  WHERECF, 1 ,  DEAN MILLER, In te rim
Exe cutive Dire ctor o f the Arizona Corpora tion
Commiss ion, have  he reunto se t my hand and caused the
o ffic ia l s e a l o f th e  Co mmis s io n  to  b e  a ffixe d  a t th e
Ca pito l, in  the  City of P hoe nix, th is d a y o f
September, 2007.

DE AN MILLE R
Inte rim Exe cutive  Dire ctor

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17
DISSENT

18

19

20 DISSENT
21

22

23
24 (JMD)

25

26

This document is available in alternative formats by contacting Linda Hogan, Executive Assistant
to the Executive Director, voice phone number 602-542-3931, E-mail lhogan@azcc.gov.

26
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1

2 1. Respondent J ERRY J OHNS TON HODGES (herea fte r, "HODGES ") and

3 Re s ponde nt LAWRENCE KEVIN P AILLE (a /k/a  LARRY P AILLE) (he re a fte r, "P AILLE") a dmit

4 the  juris diction of the  Arizona  Corpora tion Commis s ion (the , "Commis s ion") ove r the  s ubje ct

5 ma tte r of this  proce e ding. HODGES a nd PAILLE a cknowle dge  tha t the y ha ve  be e n fully a dvise d

6 of the ir rights  to a  he a ring to pre s e nt e vide nce  a nd ce ll witne s s e s  a nd HODGES  a nd P AILLE

7 knowingly a nd volunta rily wa ive  a ny a nd a ll rights  to a  he a ring be fore  the  Commis s ion a nd a ll

8 othe r rights  othe rwise  a va ila ble  unde r- Article  ll of the  S e curitie s  Act a nd Title  14 of the  Arizona

9 Adminis tra tive  Code . HODGES  a nd P AILLE a cknowle dge  tha t this  Orde r to Ce a s e  a nd De s is t,

10 Orde r of Re s titution, Orde r for Adminis tra tive  P e na ltie s , Orde r for Othe r Affirma tive  Re lie f a nd

CONS ENT TO  E NTRY O F O R DE R

11

1 2

1 3

14 re sulting from the  entry of this  Orde r.

15 3. HODGES and PAILLE acknowledge  and agree  tha t this  Orde r is  ente red into free ly

16 and voluntarily and tha t no promise  was made  or coercion used to induce  such entry.

17 4. HODGES  a nd P AILLE a cknowle dge  tha t a t a ll time s  re le va nt the y ha ve  be e n

18 repre sented by an a ttorney in this  ma tte r, Geoffrey S . Ke rcsmar, Esq. of The  Kercsmar Law Firm,

19 P.C., they have  reviewed this  Order with the ir a ttorney, and unders tand a ll te rms it conta ins .

20 5. HO DG E S  a n d  P AILLE  n e ith e r a d m it n o r d e n y th e  F in d in g s  o f F a c t a n d

2 1

Consent to Same  ("Order") cons titute s  a  va lid fina l orde r of the  Commiss ion.

HODGES  a nd P AILLE knowingly a nd volunta rily wa ive  a ny right unde r Article  12

of the  S e curitie s  Act to judicia l re vie w by a ny court by wa y of suit, a ppe a l, or e xtra ordina ry re lie f

2.

Conclus ions  of Law conta ined in this  Orde r.

22 6. By conse nting to the  e ntry of this  Orde r, HODGES  a nd P AILLE a gre e  not to ta ke

23 a ny a ction or to ma ke , or pe rmit to be  ma de , a ny public s ta te me nt de nying, dire ctly or indire ctly,

24 a ny Finding of Fa ct or Conclus ion of La w in this  Orde r or cre a ting the  impre ss ion tha t this  Orde r

25 is  without factua l bas is . HODGES and PAILLE will unde rtake  s teps  necessa ry to a ssure  tha t a ll of

26 their agents  and employees understand and comply with this  agreement.

27
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1 7. While  this  Orde r se ttle s  dis  a dminis tra tive  ma tte r be twe e n HODGES, PAILLE a nd

2 the  Commis s ion , HODGES  a nd P AILLE unde rs ta nd  tha t th is  Orde r doe s  not pre clude  the

3 Commiss ion from ins tituting othe r a dminis tra tive  or civil proce e dings  ba se d on viola tions  tha t a re

4

5 8.

6

7

8

9

10

11

12

13

14

15 11.

16

17

18

19

not addres sed by this  Order.

HO DG E S  a n d  P AILLE  u n d e rs ta n d  th a t  th is  O rd e r d o e s  n o t  p re c lu d e  th e

Commis s ion from re fe rring this  ma tte r to a ny gove rnme nta l a ge ncy or e ntity for a dminis tra tive ,

civil, or crimina l proceedings  tha t may be  re la ted to the  matte rs  addres sed by this  Order.

HODGES  a nd P AILLE unde rs ta nd tha t this  Orde r doe s  not pre c lude  a ny othe r

a ge ncy or office r of the  s ta te  of Arizona  or its  s ubdivis ions  from ins tituting a dminis tra tive , civil, or

crimina l proceedings  tha t may be  re la ted to any matte rs  addres sed by this  Order.

10. HODGES  a nd P AILLE a gre e s  tha t the y will not a pply to the  s ta te  of Arizona  for

re gis tra tion a s  a  s e curitie s  de a le r or s a le s ma n or for lice ns ure  a s  a n inve s tme nt a dvis e r or

inve s tme nt a dvis e r re pre s e nta tive  for a t le a s t two (2) ye a rs  from the  e ntry of this  Orde r a nd until

such time  as  each of them have  complied with a ll te rms  and conditions  of this  Order.

HODGES  a nd P AILLE a gre e  tha t the y will not e xe rcis e  a ny control ove r a ny e ntity

tha t offe rs  or s e lls  s ecuritie s  or provides  inves tment advis ory s e rvice s  within or from Arizona  until

s uch time  a s  e a ch of the m ha ve  complie d with a ll te rms  a nd conditions  of this  Orde r including,

without limita tion, the  pa yme nt in full of a ll Re s titution a nd Adminis tra tion P e na lty a mounts , a nd

any applicable  annua l inte res t s e t forth in this  Order.

12.20

21

22

23

24

HODGES  a nd  P AILLE a gre e  tha t the y will no t s e ll a ny s e curitie s  in  o r from

Arizona  without be ing properly regis te red in Arizona  as  a  dea le r or sa lesman, or exempt from such

regis tra tion; they will not se ll any securitie s  in or from Arizona  unle ss  the  securitie s  a re  regis te red

in Arizona  or e xe mpt from re gis tra tion, a nd the y will not tra ns a ct bus ine s s  in  Arizona  a s  a n

inves tment advise r or an inves tment advise r repre senta tive  unle ss  prope rly licensed in Arizona  or

25 exempt from licensure .

13.26 HO DG E S  a n d  P AILLE  a g re e  th a t th e y will c o n tin u e  to  c o o p e ra te  with  th e

28

9.
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1 S ecuritie s  Divis ion throughout the  conclus ion of this  ma tte r.

2 14. HODGES  a nd P AILLE cons e nt to  the  e ntry of th is  Orde r a nd a gre e  to  be  fu lly

3 bound by its  te rms  and conditions .

4 15. HODGES  a nd P AILLE a cknowle dge  a nd unde rs ta nd tha t if the y fa il to  comply

5 with  the  provis ions  of the  Orde r a nd  th is  Cons e nt, the  Commis s ion  ma y bring  furthe r le ga l

6 proce e dings  a ga ins t the m, including, without limita tion, a pplica tion to the  s upe rior court for a n

7 orde r of conte mpt.

16. HODGES  a nd  P AILLE unde rs ta nd  tha t de fa u lt s ha ll re nde r the m lia b le  to  the

4% Johnston Hodges

)
)ss

)

S UBS CRIBED AND S WORN TO m e  r h is lo day of August, 2007.

Z'

MEGAN
WONG

9 . ,

UBLIC
w
"4

8
Q

TYLM

8

9 Commis s ion for its  cos ts  of collection and inte re s t a t the  maximum lega l ra te .

10 17. HODGES  a nd P AILLE a gre e  a nd unde rs ta nd tha t if e ithe r of the m fa ils  to ma ke

l l a ny pa yme nt a s  re quire d in the  Orde r, a ny outs ta nding ba la nce  s ha ll be  in de fa ult a nd s ha ll be

12 imme dia te ly due  a nd pa ya ble  without notice  or de ma nd. HODGE S  a nd  P AILLE  a g re e  a nd

13 unde rs ta nd tha t a cce pta nce  of a ny pa rtia l or la te  pa yme nt by the  Commis s ion is  not a  wa ive r of

14 de fa ult by Commis s ion.

15

16

17

18 ColD~roLclQ.
STATE OF ARIZUNA

19 1 8 0 1 4  d o
County of A4aaneepa

20

21

22

23

24 My Commiss ion Expires :

25 2 5 6113

26
w(;gmln,Ex;ileshif2529W
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v ., ,,. z .
Lawrence Kevin Pdlle (a/k/a Laurry Paille)

1

2

3

.4

s STATBOF AREONA

j County ofMamienph

8 SIIBSCRBEDANDSWORN'WBEORBm»1his I L  *§ayofAugul:,2007.
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